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PROPOSED CONTRACT WITH STANDARD OIL COMPANY IN 
REGARD TO DRILLING OUTSIDE OF ELK HILLS NAVAL PETRO- 
LEUM RESERVE 

Houser oF REPRESENTATIVES, 
CoMMITTEE ON ARMED SERVICES, 
Washington, D. C., Thursday, January 24, 1957. 

The committee met at 10 a. m., Hon. Carl Vinson, chairman, 
presiding. 

The CHarrMan. Let the committee come to order. 

Members of the committee, since our last meeting the minority 
has designated the members to fill the vacancies on the Armed 
Services Committee. They have selected our distinguished gentle- 
woman from New York, Mrs. St. George. 

Mrs. St. George, we welcome you on the committee. 

Mrs. St. Groreer. Mr. Chairman, I thank you. 

The CuarrMan. And our old freind of many, many years, Mr. B. 
Carroll Reece, of Tennessee. And our good friend from California, 
Mr. Charles 8S. Gubser, of California. 

We are delighted to have these new members on the committee. 
They have already been placed on subcommittees, 

Now, Mr. Smart, will you designate what subcommittees Mr. 
Arends and I have given to each one of these new members? 

Mr. Smart. Mrs. St. George is assigned to Subcommittee No. 1, 
Mr. Brooks being the chairman. 

Mr. Gubser and Mr. Reece have been assigned to Subcommittee 
No. 2, Mr. Kilday of Texas being the chairman. 

The CuatrMan. We welcome you on this committee. We will 
call on you. We will give you plenty of work to do. And when some 
departmental bills come around, we will ask you to introduce them, 
as the policy of the committee is to try to divide out the work with 
all the members. 

Mr. Cote, Mr. Chairman, I am sure that sometime or other you 
will inform. the new members of the committee with respect to the 
committee’s slush fund. 

The CuairrnmMan. Well, I: generally leave that up to Mr. Smart. 
He passes the word down the line. It is the custom of the committee 
to donate about $5, to have a fund here for the use of the committee 
in various little expenditures. 

Now, I think it might be a good idea for you to give all the new 
members of the committee a list of the rules of the committee so 
they will be familiar with it. And also these members that have just 
been designated were not members at the time we adopted the reso- 
lution setting up a special investigating committee, and in that con- 
nection Mr. Arends and Mr. Hebert and Mr. Courtney will appear 
before the Rules Committee this afternoon at 1:30 to endeavor to get. 
a rule to start that committee to work. 
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Now, members of the committee, we have this morning a matter 
that we have to dispose of in connection with a proposed contract 
with the Standard Oil Co. in regard to the drilling, outside of the Elk 
Hills reserve, 3 or 4 wells, for the purpose of pumping water back 
into the reserve to keep the oil from migrating out of the southern 
flank of the reserve. 

Those of the committee that have been here some time are quite 
familiar with our problem there. On the northern flank water is 
coming on, and on the southern flank the oil is migrating out. 

Now, our advisers think it is highly important to drill some wells 
off of the reservation, on the land of the Standard Oil Co., on the 
southern flank, with the hope that that might stop the oil from mi- 
grating outside of the reserve, by injecting water into those wells 
ahead of the migrating oil. 

It is necessary that a contract be entered into, and the contract 
will have to be approved by the Attorney General and has to be 
signed by the President. 

So, this morning I have Mr. Gates of the Navy Department, the 
Under Secretary, with Captain Miller, who is the Director of Petro- 
leum Reserves in the Navy Department, before this committee. 

Will you please come around and brief the committee? 

Members of the committee, this is Mr. Gates, Under Secretary of 
the Navy. 

Secretary Gares. Mr. Chairman. 

The Cuatrman. This is Captain Miller. 

Captain Miuizer. Mr. Chairman. 

The Cuarrman. Now, Mr. Smart, read the letter that we received 
from the Navy Department on December 20. 

Now, members, let’s have a little order and listen to this letter. 

Mr. Smarr (reading). 

My Dear Mr. Cuarrman: As you know, the Navy is guided by its general 
policy of stockpiling naval petroleum reserve oil in the ground. You will recall 
the hearings in 1953 regarding certain reservoir problems in the Elk Hills reserve 
which resulted in the decision to increase the production of this reserve in order 
to prevent permanent oil loss. 

he two principal problems precipitating this decision to increase production 
were, first, the water encroachment situation on the north flank of the reserve, 
and secondly, the oil migration problem on the south flank of the reserve. This 
production for a period of time averaged around 22,000 barrels per day. 

“By diligent effort during the past 2 years this production has been reduced to 
approximately 16,000 barrels per day. Meanwhile, the Navy has caused engi- 
neering studies to be conducted looking to a further decrease in production. As a 
result of these studies, it has been found that by injecting salt water produced 
from other wells in the reserve into the south flank of the reserve, the migration of 
the oil from the reserve probably would be reduced by a substantial amount, if 
not entirely arrested, With this promising technique it is believed that further 
substantial reduction in the current remedial production of the Elk Hills Reserve 
can be accomplished. 

Based on the best engineering advice available, it was found that the first water 
injection wells must be drilled in sections 15 and 16, T. 31,8., R. 24 E., M.D.B.M.., 
Kern County, Calif., which are contiguous to the South Flank areas of the Reserve, 
These sections of land are owned in fee by the Standard Oil Company of California. 

Accordingly, the attached agreement has been negotiated with Standard which 
would permit the use of certain tracts of land belonging to the company for the 
purposes of the water-injection program, In addition to making its land available 
for the program, Standard agrees to pay ultimately its proportionate share of the 
costs of this program. 

The lands made available by Standard will be on a rent-free basis unless future 
circumstances render the land usable for other purposes. In this event, a moderate 
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rental would be charged Navy for the parcels used in the program. Standard 
further agrees to act as operator of the injection program according to the ‘‘no 
profit’’ provisions of the Elk Hills operating agreement now in force with Standard. 

A separate agreement governing the water-injection program was necessary 
because private lands outside the Elk Hills Reserve were involved. Furthermore, 
since the above-mentioned agreement is a conservation measure it comes under 
the provision of the Naval Petroleum Reserve Act which requires consultation 
with the Armed Services Committees of the Congress and Presidential approval 
(70A Stat. 460, 10 U. S. C. 7431). It is with pleasure, therefore, that I take this 
wi erm to consult with your committee on the attached agreement. 

have found that the entering into and approval of this agreement is in the 

best interest of the United States and that the considerations flowing to the Gov- 
ernment therefrom will be both adequate and substantial, This contract has 
been approved as to legality by the Judge Advocate General of the Navy. 

Because of the desirability of entering into this contract at the earliest possible 
time, it is my intention to submit it promptly to the President for his approval 
as soon as consultation with the Armed Services Committees of the Congress is 
completed. Funds have been appropriated to carry out the water-injection 
ee during the current fiscal year, and operations will be commenced as soon 
as the contract is finally approved. 

Your earliest advice as to the wishes of your committee relative to consultation 
will be very much appreciated. 

Sincerely yours, 
Tuomas 8. Garss, Jr., 
Under Secretary of the Navy. 


The CHarrmMan. Now, Mr. Secretary, have you any additional 
statement or information you desire to give to the committee as to 
the reason why we should interpose no objection to making this 
contract? 

Secretary Gates. No, Mr. Chairman. You stated in your opening 
remarks the reasons, and we have amplified them in this letter. 

The CuHarrman. Now, briefly tell the committee the history of 
the consultation that is taking place on the north and south pro- 
posed flanks. 

Secretary Gates. Well, sir-—— 

The CuarrMan. In other words, we have already drilled some 34 
wells on the northern end to keep out the water from the northern 
end of the reserve. 

Secretary Gates. Yes, sir. 

As you know, the purpose of the reserve is to conserve oil, and to 
minimize the annual production so that this oil will be a reserve as 
opposed to a producing oilfield. 

In order to do that, we have been guided by the best advice we 
can obtain and have drilled water-injection wells for this purpose. 

The CuarrMan. Now, in view of the fact we have six new members, 
can you give them a little briefing or background of the ownership 
of Elk Hills? 

Secretary Gates. Could I ask Captain Miller to give the exact 
percentages, Mr. Chairman? 

The CuarrMan, That is all right. 

Captain Miller. 

Captain Mituer. The Elk Hills field, known as Petroleum Reserve 
No. 1, has three zones in it. The shallow zone is about 3,500 feet 
and is owned about two-thirds by Navy and one-third by Standard. 
The Stevens zone, at about 6,500 feet, is owned by Navy, 80 percent, 
and by Standard, about 20 percent. The Carneros zone, the third 
one, is wholly owned by the Navy. 

The field is operated by the Standard Oil Company of California, 
as operator adar unit plan contract with Navy and Standard as 
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members of the unit operation. A separate operating agreement has 
been made with Standard, which was made at the same time the con- 
tract was entered into, in about 1944, retroactive to 1942. 

Anything further on that, sir? 

Mr. Gavin. What is the total acreage? 

Captain Mriuer. The total acreage runs in the neighborhood of 
about 46,000 acres, which includes the lands owned by Navy and by 
Standard of California. 

The CuarrmMan. What is the ownership now—you stated about one- 
third for Standard and two-thirds for the Government? 

Captain Miuuer. In the shallow zone, one-third Standard and two- 
thirds Navy. In the Stevens zone, 80 percent, or four-fifths Navy and 
one-fifth Standard. And in the Carneros zone, 100 percent Navy. 

The CuHarrman. Now, Captain, vou having the responsibility and 
the jurisdiction in this matter, do you recommend this conservation 

rogram of sinking these wells on the south flank on the Standard’s 
and? 

Captain Miiumr. Yes, sir; I strongly recommend that we go ahead 
with this agreement so that we can drill our two wells and start the 
water injection, which will prevent migration on the south flank and 
thereby enable us to reduce production in this field. 

The C#arrmMan. Now, your contract has been reduced to writing, 
and that has been approved by the Judge Advocate General of the 
Navy. 

Captain Mriuer. Yes, sir. 

The CHarrman. And has been submitted to the Attorney General 
for his comment? 

Captain Miuuer. Yes, sir. 

The CuHarrMan. Then, from the Attorney General, if he agrees on 
the language of the contract, it has to be executed by the President? 

Captain Mixer. Yes, sir. 

The Cuairman. The law requires you to come into agreement with 
the Armed Services Committees of the House and the Senate on every 
phase of the Elk Hills oil matters? 

Captain Miuumr. Yes, sir. 

Secretary Gates. Yes, sir. 

Mr. Rivers. Could I ask the captain a question, Mr. Chairman? 

The Cuairman. Mr. Rivers. 

Mr. Rivers. Captain, will you explain how an individual or a cor- 
poration gets to own a certain zone, one above and one below? Isn’t 
that kind of an unusual sort of thing? 

Captain Miuuzr. No, sir. 

Mr. Rivers. You drill down 3,500 feet, and then somebody can 
drill down below you and own beneath you? 

The Cuarrman. No, Mr. Rivers. 

Captain Miuuer. That is where the difference comes in, The zone 
at 3,500 feet—and the zone at 6,500 feet may be over here, just ex- 
tending a little bit over into this property. You have to figure it out 
on the basis of acre-feet of zone and where it is below the boundary 
lines of the property. 

Mr. Gavin. In the future when you come in here, come in with a 
geologist. [Laughter.] 

The CuairMan. Mr. Miller. 
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Mr. Miter. Captain, is this method of the injection of salt water 
to these wells new? Is that experimental or has it been used to stop 
migration of oil and is an accepted practice within the industry? 

Captain Mituer. The process of the method of water flooding has 
usually been employed to increase production. This is probably the 
first time in this history of the method that it is being used to reduce 
production. 

Mr. Miter. Then, it is entirely experimental? Practically, it has 
never been used before? 

Captain Mriuter. Not entirely, sir, because we have model studies 
which were performed over a period of 2 years at the California 
Research Corp. to determine just how effective this type of thing would 
be and to determine furthermore the location of these wells and how 
many wells are required. 

Mr. Mituer. Now, as I understand it, the objective of this is to stop 
this migration of shallow zone oil? 

Captain MILurr. Yes, sir. 

Mr. Mitzer. That heretofore we have had to increase the capacity 
or the amount of oil that we have taken out of the ground in order 
to save it from being lost entirely. This is an effort to try to stop that? 

Captain Mituer. Right, sir. 

Mr. Miter. If it isn’t successful, we still have to do the pumping 
as in the past? 

Captain Mituer. Yes, sir. 

The CHatrMANn. May I say, Mr. Miller, if it is not successful, then 
we will probably have to take more of the shallow oil than we are taking 
today. If we are able to stop the migration, then in all probability we 
= reduce the amount of oil that is being taken from the shallow 
well. 

Captain Mituer. Right, sir. 

Mr. Miter. I just wanted to get that in the record. 

Me. Gavin. Mr. Chairman, may I ask another question? 

What is the production of the entire field now? What is the daily 
production in the entire field now? 

Captain Miviter. Averaging between fourteen and fifteen thousand 
barrels per day. 

The Cuarrman. Mr. Cole? 

Mr. Cour. Does the migration occur in only the one zone or other 
zones? 

Captain Mriuer. Only the shallow zone, because the shallow zone 
is 38 percent or 39 percent depleted, and the Stevens zone is 1 percent. 
It is a virgin zone below. 

Mr. Coir. Can you estimate the amount of migration? 

Captain Mrtter. About 3 million barrels a year has been estimated 
by the engineers. 

Mr. Corr. Of which a third represents Government ownership and 
two-thirds— 

Captain Mimupr. Two-thirds Government-owned, and one-third 
Standard. 

Mr. Cour. The other way around? 

Captain Minuer. Right. 

Mr. Corr. What would be the cost of drilling these wells and 
forcing the salt water in? 

Captain Minter. We have appropriated $400,000 for the project. 











Mr. Coir. To complete it? 

Captain Miuiuer. Yes, sir. 

Mr. Cour. And that is the Government’s cost, or is that the total 
cost? 

Captain Mriter. That is Government cost, sir. Standard’s share 
of the cost will be in accordance with their producing or receipts 
today, which are one-ninth of the production. So they will pay one- 
ninth of the cost of this process. 

Mr. Cote. One-ninth of $400,000? 

Captain MiLtieR. Approximately, yes, sir. 

Mr. Coir. Or one-ninth in addition to the $400,000? 

Captain MituerR. One-ninth of it, approximately, yes. 

Mr. Corre. What will be the annual cost of maintaining the injec- 
tion method? 

Captain Miter. We don’t expect that to amount to very much, 
sir, because we are going to pump the water up over the hill and let 
gravity put it into the well. 

Mr. Core. What is the estimated value of the 3 million barrels 
that is being lost annually? 

Captain Mriupr. The estimated value of the 3 million being lost? 
That oil brings today about $2.42 a barrel. 

Mr. Coz. So the proposal is to invest $400,000 in order to save at 
least $6 million annually? 

Captain Mituer. Yes, sir. 

The Cuatrman. Mr. Doyle? 

Mr. Doyze. Captain, I presume these same zones, for instance the 
shallow zone. is found in adjoining leases, is it? 

Captain Mriter. I didn’t quite get that. 

Mr. Doyte. Isn’t this shallow zone found in adjoining leases? 

Captain Miiuer. Yes, sir. All of these sections are covered over 
the zone, that is all three zones in Elk Hills. 

Mr. Doyte. Now, are the adjoming leases also adopting this 
method of injection, do you know? 

Captain Miiier. Our whole field is unitized, sir. There are only 
two owners, Navy and Standard, and there is a unit contract by which 
it is operated. 

Mr. Dorie. Well, there are adjoining leases other than this Navy- 
Standard lease, are there not? 

Captain Mitier. Not productive. 

Mr. Doyte. It is the sole productive lease in that total area? 

Captain Mitier. That is right. 

Secretary Garss. Yes, sir. 

Mr. Doy te. All right. 

The Cuarrman. Are there any other questions from any other mem- 
ber of the committee? 

Mr. Cote. I have one more. 

The Cuarrman. Mr. Cole. 

Mr. Coxe. If this operation is successful, by what amount will 
you be able to reduce your daily production? 

Captain Mruier. It should come down to, I would say, half of what 
it is today, or possibly a little less, because the remedial production 
that is now going on in addition to the south flank wells, which are 
clean wells, there are a great many wells on the north flank at East 
Nose which are producing a lot of water which is coming in on the 
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north flank. We will have to continue pumping that water with some 
oil out, on the north flank at East Nose area, and dependent on how 
effective this water flood is, we can cut down on the clean production 
in the south flank. 

Mr. Cor. A daily reduction from approximately sixteen thousand 
to maybe seven or eight thousand? 

Captain MILLER. That is right, sir. 

Mr. Gavin. Captain, who first determined the oil was escaping 
and recommended this proposal that you are submitting here today? 

Captain Mituer. Who first recommended it, sir? 

Mr. Gavin. Yes. Who first determined that this oil was being lost 
or escaping, and then came up with this recommendation? 

Captain MILLER. We have an engineering committee at Elk Hills 
which consists of 3 members, engineers, from Standard and 3 Navy 
engineers. That engineering committee makes these recommenda- 
tions and handles all of the engineering problems at the field. 

The CHAIRMAN. Now, members of the committee—Mr. Doyle, 
have you any question? 

Mr. Mitisr. Mr. Chairman—— 

The Cuarrman. Any member have any further question? 

Mr. Puitein. Yes. 

Do you have that report available? 

The CHArRMAN. One at a time, now. 

Mr. Parisin. Do you have the report of that joint engineering 
board and thir opinions, scientific opinions, indicating that this 
process of injection will stop the migration of the oil? 

Captain Mituer. I have a series of reports, sir. This has been 
going on now for 2 or 3 years, ever since they first appeared before 
this “ommittee and advised it of the migration. 

We have been trying to figure ways and means since that time of 
preventing the migration. So this has been built up over the years. 
I have a report of the California Research Corp. who invetigated and 
made model studies and came up with the recommendation. 

Mr. Puixern. So that you do have—you are acting on this scientific 
opinion? 

Captain Mriuer. Yes, sir. 

The CuarrMan. That is right. 

Mr. Putiein. And this method can stop the migration of the oil? 

Captain Miutuer. Yes, sir, that is our best opinion. 

The CuarrMan. May I say, Mr. Philbin, a few years ago we had a 
proposition for the northern flank to keep the water out, and we 
authorized the necessary wells to be put there. 

Mr. Miller, any further questions? 

Mr. Mitusr. Mr. Chariamn, I just think the record should show 
that most of the 14,000 barrels a day that is being taken now is not 
being taken for the purpose of exploiting the oil. It is because we 
have to take it in order to save oil. This may increase rather than 
decrease in the future. 

The CuartrMan. So, of course, the basic principle of the pumping 
of the oil is to keep the field in a state of readiness. 

Mr. Miiter. That is right. 

The CHatrMAN. How many wells there? Seven hundred? 

Captain Mruuer. Yes, sir, in the shallow zone, approximately 700 
wells. 





The CuatRMan. Seven hundred wells in the shallow zone. To keep 
this field in a state of readiness, and for protective purposes, we are 
pumping now some 16,000 barrels a day. 

Last year, I think there were some 22,000 barrels. Of that amount, 
Standard, under the unit contract, gets one-ninth. We get eight- 
ninths. We sell the eight-ninths of ours at public bid. 

I examined this contract and I think it is a sound contract, and I 
think it is a proper contract to be made. And I certainly trust that 
the committee will interpose no objection to the making of the con- 
tract. 

Any further questions from members of the committee? 

Mr. Gavin. I have a question. 

The CHatrman. Mr. Gavin. 

Mr. Gavin. The laws of California on conservation permit allow- 
ables each day on production? 

Captain Miniter. Not in California. There is no conservation law. 

Mr. Gavin. I mean does the Government participate in event any 
State has conservation laws on allowables in production—does the 
Government participate with them, or is the Government operation 
entirely outside of the State laws on conservation? 

Captain Miter. I am afraid I cannot answer that question, Mr. 
Gavin, because the only place we produce is in California, which has 
no oil conservation law. 

The Cuarrman. Without objection, the Armed Services Committee 
interpose no objection to this contract being entered into between the 
Navy Department and the Standard Oil Co, After the same has 
been approved by the Attorney General, the Department will be so 
officially advised by communication. 

Thank you very much, Mr. Gates. 

Secretary Gates. Thank you, sir. 

The CuarrMan. Now, members of the committee, the next matter 
is a consideration of a bill. 

Mr. Gavin. Mr. Chairman, may I make a suggestion to the gentle- 
men before you leave? 

The Cuarrman. Come back, gentlemen. 

Mr. Gavin. Within a reasonable length of time you might sub- 
mit to the committee a report on what the results have been, how 
effective their recommendations have been so far as controlling this 
escaping oil. 

It would be interesting to see how their proposed plan of operation 
is going to work out. 

Secretary Gates. We will be happy to do that, Mr, Gavin. 

The CuarrmMan. All right. 

Give us that advice next year, after the wells have been dug and 
you have had ample time to drill. 

{Laughter.] 

The Cuairman. Thank you, gentlemen. 

(Whereupon, at 10:30 a. m., the committee proceeded to further 


business. ) 
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